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A  Cross-Section  of  Allied's 

Department  Stores 

The  composite  photograph  inside  the  front  cover  shows  twenty- 
six  of  the  seventy-two  stores  which  make  Allied  the  largest  department 

store  company. 
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Store 

City 

Managing  Director 

1.  Titche-Goetting 

er  Dallas,  Texas 

William  J.  Brown 

2.  Peck’s 

Kansas  City,  Mo. 

Ray  C.  McCreery 

3.  Bon  Marche 

Seattle,  Wash. 

Rex  L.  Allison 

4.  Muller’s 

Lake  Charles,  La. 

Adolph  S.  Marx 

5.  Waite’s 

Pontiac,  Mich. 

C.  G.  Rudderham 

6.  Black’s 

Waterloo,  Iowa 

Ernest  E.  Baily 

7.  Heer’s 

Springfield,  Mo. 

Felix  W.  McClerkin 

8.  Herpolsheimer’s 

Grand  Rapids,  Mi 

ch.  Charles  O.  Ransford 

9.  Rollman’s 

Cincinnati,  Ohio 

George  B.  Jacobs 

10.  Joske’s  of  Texas 

San  Antonio,  Tex 

as  Edward  C.  Sullivan 

11.  Jordan  Marsh 

Boston,  Mass. 

Edward  R.  Mitton 

12.  Donaldson’s 

Minneapolis,  Minr 

i.  T.  R.  Brouillette 

13.  Bon  Marche 

Lowell,  Mass. 

Carl  B.  Wenigman 

14.  Quackenbush 

Paterson,  N.  J. 

Ralph  F.  Waltz 

15.  Gertz 

Jamaica,  N.  Y. 

Harry  Gertz 

1 6.  Dey  Brothers 

Syracuse,  N.  Y. 

James  H.  Reedy 

17.  Pomeroy’s 

Wilkes  Barre,  Pa. 

Harry  D.  Adamy 

18.  Pomeroy’s 

Harrisburg,  Pa. 

Charles  A.  Holmes 

19.  Guggenheimer’s 

Lynchburg,  Va. 

Max  Guggenheimer 

20.  O’Neill’s 

Baltimore,  Md. 

Donald  J.  Tobin 

21.  Maas  Brothers 

Tampa,  Florida 

Jerome  A.  Waterman 

22.  Pomeroy’s 

Reading,  Pa. 

Leo  S.  Hubbard 

23.  Morehouse-Marti 

■ns  Columbus,  Ohio 

George  L.  Deegan 

24.  Polsky’s 

Akron,  Ohio 

William  E.  McCormick 

25.  Golden  Rule 

St.  Paul,  Minn. 

Philip  J.  Troy 

26.  Field’s 

Jackson,  Mich. 

.1. 

Fred  F.  Ingram 
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Allied  Stores  Corporation 

1440  Broadway 
New  York  18,  N.  Y. 


May  19,  1947. 


To  the  Stockholders : 

In  the  following  paragraphs  the  operating  results  of  Allied  Stores 
Corporation  and  subsidiary  companies  for  the  fiscal  year  ended  Janu¬ 
ary  31,  1947  (hereinafter  referred  to  as  the  year  1946),  and  the 
financial  condition  at  the  close  of  the  period  are  briefly  summarized 
and  certain  pertinent  comparisons  are  made  with  operating  and  finan¬ 
cial  statistics  of  earlier  periods.  Consolidated  statements  of  profit  and 
loss,  earned  surplus  and  capital  surplus  for  the  year,  and  a  consolidated 
balance  sheet  at  the  close  of  the  year,  certified  by  Ernst  &  Ernst,  the 
Company’s  public  accountants,  are  included  as  part  of  this  report. 
Also  included  are  additional  financial  statements  covering  a  decade  of 
operations,  graphs  setting  forth  certain  pertinent  data  and  special 
sections  commenting  on  the  subjects  of: 

X.  Merchandising  —  Review  and  Current  Trends 

2,  Physical  Plant  Expansion  and  Modernization 

3.  The  Company’s  Capital  Stocks 

Retail  Sales 

Sales  volume,  $361,712,370,  was  the  highest  in  the  history  of  the 
Company  and  was  28.4%  or  approximately  eighty  million  dollars 
greater  than  in  the  preceding  year.  This  favorable  sales  trend  reflected 
prevailing  higher  price  levels,  a  continued  high  consumer  income  and 
a  greater  supply  of  many  lines  of  consumer  merchandise.  Sales  volume 
compared  with  the  years  immediately  preceding  follows: 

I  % 

1 946 .  $361,712,370  28.4 

1945 .  281,602,454  16.4 

1944 .  241,923,628  18.8 

1943 .  203,718,739  19.3 

1942 .  170,828,164 
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Profits 


Profit  and  Federal  Taxes : 

Profits  after  federal  taxes  on  income  were  $18,378,752  for  the  year 
compared  with  $8,370,401  for  the  preceding  year,  an  improvement  of 
$10,008,351.  On  a  per  share  basis  profits  were  equivalent  to  $8.52  for 
each  of  the  2,062,722  shares  outstanding  at  the  close  of  the  year  which 
compares  with  $4.05  for  each  of  the  1,804,882  shares  outstanding  at 
the  close  of  the  preceding  year. 

The  following  tabulation  shows  comparisons  of  consolidated  profit 
before  federal  taxes  on  income,  provision  for  such  taxes  and  consolidated 
profit  after  federal  taxes  for  each  of  the  past  five  years: 


1946 

1945 

1944 

1943 

1942 


Profit  Before 
Federal  Taxes 
on  Income 
$30,903,752 
27,470,401 
23,330,407 
19,5  50,603 
14,181,428 


Provision  for 
Federal  Taxes 
on  Income 
$12,525,000 
19,100,000 
16,100,000 
12,700,000 
8,500,000 


Profit  After 
Federal  Taxes 
on  Income 
$18,378,752 
8,370,401 
7,230,407 
6, £50,603 
5,681,428 


Modification  of  federal  taxes  on  corporate  incomes  imposed  during 
the  war  contributed  greatly  to  the  improved  profit  showing.  Provision 
for  such  taxes  for  the  year,  $12,525,000,  was  $6,575,000  less  than  for 
the  preceding  year. 


Gross  margin  percentage  on  merchandise  sold  in  the  year,  32.3%, 
was  2.2  percentage  points  less  than  for  the  preceding  year  and  compares 
with  an  average  percentage  of  34.3%  for  the  five  prewar  years,  1937- 
1941,  inclusive.  This  lower  than  normal  merchandise  profit  margin 
reflected  closer  original  pricing  and  greater  than  normal  price  reduc¬ 
tions. 


The  increase  in  sales  of  approximately  eighty  million  dollars 
offset  the  unfavorable  effects  on  profits  of  the  decline  in  gross  margin 
percentage  and  in  addition  was  responsible  for  an  increase  of  $3,433,35 1 
in  profit  before  provision  for  federal  taxes  on  income.  The  graph  on 
page  6  shows  annual  sales  for  each  of  the  last  ten  years.  This  graph 
also  shows  a  breakdown  of  these  annual  sales  figures  into  cost  of  goods 
sold,  salaries  and  wages,  all  other  expenses,  taxes  and  net  profit. 
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NET  SALES  AND  THEIR  DISTRIBUTION 
1937  TO  1946 


Profit  Trend  by  Quarters: 

Stockholders  were  advised  by  letter  shortly  after  the  close  of  the 
year  of  an  increase  in  the  dividend  rate  on  the  Company’s  Common 
Stock.  In  this  letter  it  was  stated  that  it  was  estimated  that  final 
audited  figures  for  the  year  would  show  a  profit  of  somewhat  over 
$9.00  per  share.  As  stated  herein,  the  actual  figure  was  $8.52.  Year- 
end  adjustments  largely  pertaining  to  inventory  valuations  and  the 
application  of  the  "last-in,  first-out”  principle  of  establishing  reserves 
against  fluctuations  in  price  levels  were  responsible  for  the  difference 
between  the  estimated  and  the  final  figure.  The  effects  of  these  year- 
end  adjustments  were  reflected  in  the  operations  of  the  fourth  quarter. 
A  five-year  comparison  of  profits,  by  quarters,  follows: 


PROFIT  BEFORE  FEDERAL  TAXES  ON  INCOME 


First  quarter 
Second  quarter 
Third  quarter 
Fourth  quarter 

1942 

$  2,987,856 
1,879,147 
4,486,310 
4,828,115* 

1943 

$  4,935,056 
3,727,905 
5,477,413 
5,410,229* 

1944 

$  5,091,2 97 
4,317,520 
6,920,818 
7,000,772* 

1945 

$  7,251,009 
5,094,794 
7,269,694 
7,854,904 

1946 

$  8,660,830 
6,696,300 
9,028,888 
6,517,734 

Total  Year 

14,181,428 

19,550,603 

23,330,407 

27,470,401 

30,903,752 

Federal  taxes 

on  income 

8,500,000 

12,700,000 

16,100,000 

19,100,000 

12,525,000 

Consolidated 

net  profit 

$  5,681,428 

$  6,850,603 

$  7,230,407 

$  8,370,401 

$18,378,752 

*  After  deducting  losses  on  the  sale  of  real  estate  of  $1,396,756  in  1942,  $1,313,501  in  1943, 
and  $2,463,526  in  1944. 


Disposition  of  Profits: 

The  Company’s  Common  Stock  was  on  a  40^  quarterly  dividend 
rate  at  the  beginning  of  the  year.  This  was  increased  to  50^  with  the 
second  quarterly  payment,  making  payments  of  $1.90  per  share  within 
the  year.  Subsequent  to  the  close  of  the  year  this  quarterly  dividend 
was  increased  to  7  5$,  placing  the  Company’s  Common  Stock  on  a 
$3.00  annual  basis.  Dividends  paid  during  the  year  on  the  Company’s 
Preferred  Stock,  $796,000,  and  its  Common  Stock,  $3,816,036,  totalled 
$4,612,036.  The  balance  of  the  profits  for  the  year,  $13,766,716,  was 
retained  by  the  Company  and  credited  to  surplus. 
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PERCENTAGES  TO  ANNUAL  SALES  OF  YEAR -END 
INVESTMENTS  IN  MERCHANDISE  INVENTORIES, 
CURRENT  ACCOUNTS  RECEIVABLE 
AND  DEFERRED  PAYMENT  ACCOUNTS  RECEIVABLE 

1937  TO  1946 


Reprodi 


copyright  i 


Further  reprodt 


Working  Capital 

Cash  balances  and  U.  S.  Government  securities  totalled  $10,799,257 
at  the  close  of  the  year  compared  to  $15,008,885  at  its  beginning, 
a  reduction  of  $4,209,628.  Due  to  increased  sales  volume  and  a  return 
to  a  more  nearly  normal  relationship  of  inventory  and  accounts  receiv¬ 
able  to  sales,  working  capital  was  more  fully  used  during  the  year  than 
in  years  immediately  preceding.  The  ratio  of  current  assets,  $101,471,- 
055  to  current  liabilities,  $36,557,491,  was  2.8  to  1  at  the  close  of  the 
year  compared  to  3.7  to  1  at  its  beginning.  No  bank  loans  were 
outstanding  at  the  close  of  the  year. 

Net  current  assets — current  assets  minus  current  liabilities — in¬ 
creased  from  $48,596,265  at  the  beginning  of  the  year  to  $64,913,564 
at  its  close,  a  gain  for  the  year  of  $16,317,299.  Net  current  assets  at 
the  close  of  each  of  the  last  five  years  and  the  percentage  of  such  assets 
to  the  sales  volume  of  the  year  follow: 

Net  Current  %  to 

Assets  Sales 

1946 .  $64,913,564  17.9 

1945  .  48,596,265  17.3 

1944 .  46,447,248  19.2 

1943  .  42,067,797  20.6 

1942 .  39,613,586  23.2 

In  discussion  of  the  Company’s  working  capital,  the  Annual 
Report  of  last  year  stated:  "Many  expenditures  on  physical  plant  were 
deferred  during  the  war  period  due  to  unavailability  of  materials  and 
manpower  and  to  government  restrictions  on  construction  activities. 
The  inadequacy  of  merchandise  supply  in  relation  to  consumer  demand 
forced  a  faster  than  normal  turnover  of  inventories.  Large  amounts 
of  cash  in  the  hands  of  consumers  and  government  restrictions  on  credit 
granting  resulted  in  reductions  in  the  normal  ratio  of  accounts  receiv¬ 
able  investment  to  sales.  The  unavailability  of  many  lines  of  merchandise 
usually  sold  on  a  deferred  payment  basis  resulted  in  a  substantial 
reduction  in  the  amount  of  deferred  payment  accounts. 

"As  normal  times  return  it  is  expected  that  delayed  physical  plant 
expenditures  will  be  made  and  that  merchandise  inventory  and  accounts 
receivable  investments  will  increase.  It  is  probable  that  historical 
working  capital-sales  ratios  will  be  applicable  in  the  future.  These 
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requirements,  together  with  the  probability  of  further  sales  increases, 
will  utilize  fully  all  of  the  Company’s  working  capital  and  make  advis¬ 
able  some  additional  financing.” 

Additional  capital  was  obtained  during  the  year  by  retaining 
profits  to  the  extent  of  $13 ,766,716  and  by  selling  257,840  shares  of 
additional  Common  Stock  of  the  Company,  the  net  proceeds  from 
which  totalled  $11,862,688.  This  additional  capital  of  over  twenty- 
five  and  a  half  million  dollars  was  absorbed  primarily  by  an  increase 
of  eight  million  dollars  in  fixed  plant  and  equipment  and  an  increase 
of  over  sixteen  and  a  quarter  million  dollars  in  net  current  assets. 

The  increase  in  working  capital  of  over  sixteen  and  a  quarter 
million  dollars  was  absorbed  substantially  in  the  financing  of  the 
additional  eighty  million  dollars  of  sales  volume  obtained  in  the  year. 
Consequently,  the  percentage  relationship  of  working  capital  to  sales 
volume,  standing  at  17.9%,  remains  much  below  the  prewar  normal 
relationship  of  from  23%  to  25%.  The  Company’s  investments  in 
inventory  and  customers’  current  accounts  receivable  at  the  close  of 
the  year  closely  approximated  their  historic  prewar  relationship  to 
sales  volume.  On  the  other  hand,  its  investment  in  customer’s  deferred 
payment  accounts  is  still  substantially  below  normal.  As  this  invest¬ 
ment  increases  funds  to  finance  it  must  be  provided  through  retention 
of  earnings,  borrowings  or  additional  financing.  A  graph  appears  on 
page  8  showing  historic  relationships  of  inventory  and  accounts  receiv¬ 
able  to  sales  over  a  ten-year  period. 

Accounts  Receivable: 

Customers’  accounts  receivable  (net)  at  the  close  of  the  year, 
$35,937,586,  were  $15,627,710  greater  than  at  the  beginning  of  the 
year.  This  increase  was  composed  of  increases  in  current  accounts, 
$12,727,407,  and  in  deferred  payment  accounts,  $3,427,082,  less  an 
increase  in  the  reserve  for  possible  losses  in  collection,  $526,779. 

The  amount  of  reserve  for  doubtful  accounts  at  the  close  of  the 
year  was  established,  as  in  preceding  years,  by  an  age  analysis  of  each 
individual  account.  All  balances  over  six  months  past  due  on  current 
accounts  and  all  installments  over  one  month  past  due  on  deferred  pay¬ 
ment  accounts  are  100%  reserved.  Based  on  age  analyses  of  the  in- 

.  10. 
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dividual  accounts  and  on  past  experience  all  other  balances  are  believed 
to  be  adequately  reserved. 

Government  restrictions  were  placed  on  consumer  credit  opera¬ 
tions  in  the  war  period.  Also,  the  types  of  merchandise  usually  sold 
on  a  deferred  payment  basis  were  in  very  limited  supply.  Conse¬ 
quently,  the  Company’s  investment  in  customers’  accounts  receivable 
decreased  ten  percent  in  the  1941-1945  period  when  sales  increased 
85%.  Government  restrictions  on  consumers’  current  accounts  have 
been  withdrawn.  The  relationship  of  the  investment  in  current 
accounts  at  the  close  of  the  year  to  sales  for  the  year  approximated 
the  Company’s  prewar  historic  relationship. 

Government  controls  are  still  applicable  to  consumers’  deferred 
payment  accounts.  There  is  still  a  shortage  of  supply  of  many  lines 
of  merchandise  usually  sold  on  a  deferred  payment  basis.  The  Com¬ 
pany’s  investment  in  deferred  payment  accounts,  $8,379,192,  is  sub¬ 
stantially  lower  than  it  would  be  if  the  Company’s  prewar  historic 
relationship  of  deferred  payment  account  investment  to  annual  sales 
existed.  As  the  supply  of  those  types  of  merchandise  usually  sold  on 
a  deferred  payment  basis  improves  and  restrictions  are  removed,  the 
Company’s  investment  in  this  type  of  account  will  increase  materially. 

Inventories: 

Merchandise  inventories  at  the  close  of  the  year,  $53,058,034, 
were  $22,793,449  greater  than  at  the  beginning  of  the  year.  At  the 
close  of  the  year  99.0%  of  all  inventories  in  the  stores  was  less  than 
one  year  old.  This  percentage  compares  with  98.8%,  95.3%,  97.0% 
and  94.2%  on  January  31,  1946,  1945,  1944  and  1943,  respectively. 
Because  of  the  importance  at  this  time  of  the  subjects  of  inventories 
and  commitments,  a  separate  section  of  this  report  is  devoted  to  a  more 
detailed  discussion  of  them,  together  with  other  pertinent  comments 
on  merchandising  trends  and  influences. 

Merchandise  inventories  generally  were  valued  net  of  all  dis¬ 
counts.  Inventories  in  the  stores  were  valued  at  the  lower  of  cost  or 
market  as  reflected  by  the  retail  inventory  method.  As  has  been  the 
case  since  January  31,  1942,  the  "last-in,  first-out”  principle  was 
used  for  certain  inventories.  As  a  result  of  the  application  of  this 
principle,  through  the  use  of  published  price  indices,  the  Company 
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carries  a  part  of  its  inventories  at  price  levels  prevailing  on  January  31, 
1941,  and  other  parts  at  prices  prevailing  at  the  close  of  subsequent 
years.  Inventory  values  at  the  close  of  the  year  would  have  been 
$3,363,692  greater  and  profits  for  the  year  would  have  been  $959,663 
more  if  this  "last-in,  first-out”  principle  of  inventory  valuation  had 
not  been  used. 

Land,  Buildings  and  Equipment 

The  Company’s  investment  in  fixed  assets  consisting  of  land, 
buildings,  equipment,  improvements  to  leased  property  and  fixtures 
at  the  beginning  of  the  year  was  $11,040,232.  Net  additions  for  the 
year  were  $8,064,929  in  excess  of  the  $1,196,656  depreciation  taken 
in  the  year.  Of  these  net  additions,  $1,318,060  was  for  land,  $889,511 
for  buildings  and  equipment,  $1,791,672  for  store  fixtures  and  equip¬ 
ment,  $1,470,995  for  improvements  to  leased  property,  and  $2,594,691 
represented  expenditures  made  on  improvements  that  were  still  in 
process  at  the  close  of  the  year.  This  latter  amount  will,  when  the 
work  has  been  completed,  be  divided  between  buildings,  improvements 
to  leased  property  and  fixtures  and  equipment.  In  addition  to  depre¬ 
ciation  taken,  $1,196,656,  expenses  for  the  year  were  charged  with 
$2,475,177  representing  expenditures  for  maintenance  and  repairs 
of  plant  and  equipment.  The  general  subject  of  physical  plant  ex¬ 
pansion  and  modernization  is  the  subject  of  a  special  section  of  this 
report. 

Reserves 

The  $500,000  reserve  for  contingencies  shown  on  the  Company’s 
balance  sheet  is  a  general  provision  without  relation  to  any  particular 
contingency  and  as  such  is  in  the  nature  of  an  appropriated  surplus. 
Miscellaneous  reserves,  $1,980,322,  represent  provision  for  specific 
factors  such  as  retirement  provisions,  future  tax  assessments  and  other 
similar  items  which,  while  somewhat  general  in  nature  and  not  subject 
to  definite  measurement,  will  probably  be  payable  at  least  in  part  at 
some  future  date. 


Capital  Stock  and  Surplus 

Capital  accounts  of  the  Company  increased  $25,123,553  in  the 
year.  Preferred  Stock  outstanding  was  reduced  one-half  million  dol¬ 
lars  through  repurchase  of  such  stock.  The  number  of  shares  of 
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Common  Stock  outstanding  was  increased  through  the  sale  of  257,840 
additional  shares  of  such  stock.  The  excess  of  the  net  proceeds  from 
the  sale  of  such  stock  over  the  amount  at  which  its  capital  was  fixed  of 
one  dollar  per  share,  $11,604,848,  was  credited  to  capital  surplus. 
Profits  for  the  year  in  excess  of  dividends  paid  on  Preferred  and 
Common  Stocks  increased  earned  surplus  by  $13,766,716.  Other  small 
charges  and  credits  to  the  surplus  accounts  are  set  forth  in  the  accom¬ 
panying  financial  statements.  A  special  section  of  this  report  deals 
with  the  Company’s  capital  stocks. 

Acquisitions 

C.  C.  Anderson  Stores  Company,  a  subsidiary,  expected  to  open 
a  unit  in  Spokane  in  1946.  Building  restrictions  and  difficulties  created 
unexpected  delays.  It  now  appears  that  this  unit  will  be  open  for  busi¬ 
ness  in  the  fall  season  of  the  current  year.  Late  in  the  fall  season  of  1946 
the  C.  C.  Anderson  Stores  Company  purchased  the  A.  M.  Jensen  Com¬ 
pany,  Walla  Walla,  Washington,  and  is  operating  this  store  as  a  unit 
of  the  Anderson  group.  C.  C.  Anderson  Stores  Company  also  pur¬ 
chased  a  very  small  unit  in  Hailey,  Idaho,  during  the  year.  Both  of 
these  stores  occupy  their  plants  under  leases  which  provide  for  rentals 
based  on  percentages  of  annual  sales  but  with  stated  minimum  amounts. 
These  acquisitions  were  made  on  a  cash  basis. 

Near  the  close  of  the  year  the  Company  acquired  all  of  the  Com¬ 
mon  Stock  of  William  Laubach  &  Sons,  which  operates  the  leading 
department  store  in  Easton,  Pennsylvania.  This  acquisition  also  repre¬ 
sented  a  cash  transaction.  The  stock  was  purchased  at  a  price 
representing  the  net  asset  values  acquired.  In  this  instance,  also,  the  store 
occupies  its  plant  under  a  lease  which  provides  for  a  rental  based  on 
a  percentage  of  annual  sales  but  with  a  stated  minimum  amount. 
Geographically,  this  unit  fits  well  into  the  Company’s  group  of  similar 
stores  in  eastern  Pennsylvania.  It  is  believed  that  this  store  will  prove 
to  be  a  profitable  acquisition  as  it  is  the  leading  store  of  the  city  of 
Easton.  Operations  of  the  current  year  confirm  this  belief. 

Conclusion 

Nineteen  hundred  forty-six  was  the  most  favorable  year  in  the 
history  of  retailing.  Practically  all  retailers  established  new  high 
records  of  sales  and  profits.  Relatively  full  employment,  high  wages 
and  accumulated  savings  afforded  adequate  purchasing  power  as  they 
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have  for  the  last  few  years.  Their  continuance  in  a  period  when  the 
supply  of  consumer  merchandise  was  increasing  assured  a  high  physical 
volume.  Higher  price  levels  further  increased  dollar  sales.  Although 
profit  margin  on  merchandise  sold  was  generally  lowered  due  to  closer 
original  marking  and  higher  markdowns,  the  unfavorable  profit  effects 
of  this  were  offset  by  larger  sales  volume,  which  also,  in  turn,  influenced 
expense  percentages  favorably  even  in  the  face  of  higher  costs  of  wages, 
supplies,  etc.  Reduction  in  federal  corporate  taxes  from  their  wartime 
high  levels  was  by  far  the  most  significant  profit  improvement  factor 
for  the  year.  This  Company  shared  liberally  in  each  of  these  benefits. 

Consumer  income  continues  at  a  high  level.  Whatever  shortages 
of  supply  of  merchandise  still  exist  are  being  filled  rapidly.  There  is 
still  a  very  active  demand  for  practically  all  lines  of  consumer  goods. 
As  supply  meets  and  passes  demand,  sellers’  markets  are  giving  way  to 
buyers’  markets.  This  makes  for  increased  efficiency,  improved  products 
and  lower  prices.  This  shift  from  a  sellers’  market  to  a  buyers’  market 
necessitates  many  changes  in  the  policies  and  procedures  in  the  field  of 
retailing. 

Problems  of  1947  will  be  of  an  entirely  different  nature  from  those 
of  the  years  immediately  preceding.  Wage  rates  in  retailing  have  risen 
phenomenally  in  the  past  few  years  as  is  shown  by  the  graph  on  page  1 5 
which  shows  the  total  payroll  by  years  and  an  analysis  of  the  increase 
between  additional  numbers  of  people  and  the  higher  wage  levels 
prevailing.  Expense  problems  must  be  met  through  increased  efficiency 
rather  than  being  absorbed  by  an  ever-increasing  sales  volume.  Sales 
must  again  be  obtained  through  improved  merchandise  values  and 
better  service  rather  than  simply  resulting  from  having  a  stock  of 
merchandise.  Items  of  merchandise  to  be  sold  must  have  merit  in 
design,  styling,  quality  and  value.  The  retailer  must  again  fight  for  and 
earn  the  consumers’  patronage. 

The  Company’s  management  and  policies  have  not  been  subject 
to  any  fundamental  changes  since  the  time  when  consumer  patronage 
had  to  be  earned  through  the  character  of  merchandise  and  service 
offered.  Principles,  procedures  and  techniques  developed  in  the  prewar 
years  but  not  applicable  to  the  wartime  period  will  again  be  useful. 
Proven  principles  will  be  applied  to  problems  as  they  arise  whether 
they  be  new  or  old. 
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Management  is  fully  aware  of  the  inflated  nature  of  many  segments 
of  the  present  economy  and  the  need  for  material  adjustments  in  these 
respects.  Merchandising  hazards  inherent  in  continued  shifts  from  a 
sellers’  market  to  a  buyers’  market  are  not  minimized.  It  is  recognized 
that  sales  and  profits  cannot  move  ever  upward.  A  stabilization  of 
sales  volume  will  result  in  a  downward  trend  of  profits  while  a  sales 
decline  would  accelerate  this  trend. 

The  year  1947  should  not  be  expected  to  produce  new  high  profit 
records.  However,  existing  and  prospective  levels  of  purchasing  power, 
consumer  demand,  business  activity  and  prices  are  such  as  to  justify 
confidence  that  sales  for  the  year  will  be  at  a  relatively  high  level  — 
high  enough  to  permit  an  efficient  operation  to  produce  a  satisfactory 
profit  return  on  capital  used.  With  these  realistic  viewpoints  the  Com¬ 
pany’s  management  views  the  balance  of  the  year  as  a  period  in  which 
the  Company  should  be  able  to  serve  its  customers,  employees  and 
stockholders  in  a  reasonably  satisfactory  manner  with  mutual  benefit 
to  all.  To  each  of  these  groups,  management  expresses  its  appreciation 
of  their  continued  cooperation  and  support. 

Respectfully  submitted, 


President. 
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Merchandising  —  Review  and  Current  Trends 

Rcvieiv: 

194 6  was  a  year  of  transition  from  a  government  controlled  economy  into  a 
post-war  economy  of  much  greater  freedom.  With  this  greater  freedom  of  action 
on  the  part  of  industry,  the  forces  of  competition  which  had  been  largely  dormant 
for  the  war  years  began  to  assert  themselves  as  the  year  neared  its  close.  Mal¬ 
adjustments  of  production  and  pricing  that  had  been  frozen  into  the  economy 
with  the  adoption  of  controls  or  had  developed  under  them  became  apparent  and 
corrective  actions  were  initiated.  The  latter  half  of  1946  and  the  current  year 
represent  periods  of  adjustments  —  adjustments  from  a  war  period  to  one  of  peace 
and  also  adjustments  which  would  have  occurred  normally  during  the  last  five  years 
had  the  economy  not  been  largely  frozen  by  government  regulation. 

Most  government  regulation  of  prices  in  the  consumer  goods  field  were  per¬ 
mitted  to  expire  during  the  year  1946.  The  Company  took  a  positive  position  of 
price  stabilization  by  industry  at  the  time  government  controls  were  withdrawn. 
The  Company  pledged  that  it  would  not  increase  the  price  of  its  merchandise  on 
hand  and  would  not  increase  its  profit  margin  on  new  purchases.  The  Company 
also  suggested  to  its  sources  of  supply  that  they  adopt  similar  policies.  Several 
hundred  of  the  most  important  manufacturers  of  consumer  merchandise  cooperated. 
These  pledges  of  pricing  policy  were  well  publicized  through  consumer  and  trade 
publications.  It  is  believed  that  the  Company’s  assumption  of  leadership  in  the 
chaotic  price  situation  prevailing  at  the  time  of  withdrawal  of  government  price 
regulations  was  a  genuine  service  to  business  generally  and  to  consumers  in  particular. 

The  withdrawal  of  controls  was  followed  by  greatly  increased  production  in 
many  lines.  Production  was  again  directed  to  standard  qualities  and  specifications 
of  merchandise  which,  in  turn,  flowed  through  regular  channels  of  production  and 
distribution.  By  the  close  of  the  year  merchandise  shortages  were  largely  matters 
of  history.  Throughout  the  latter  half  of  the  year  the  general  supply  of  consumer 
merchandise  was  increasing  and  line  by  line  approached  or  surpassed  demand.  As 
the  supply  of  individual  lines  of  merchandise  equalled  or  passed  demand  the  forces 
of  competition  began  asserting  their  influences. 

In  periods  of  general  merchandise  shortages,  business  is,  of  necessity,  conducted 
largely  on  bases  dictated  by  sellers.  As  supply  equals  or  exceeds  demand  the  balance 
swings  to  the  buyers  who  demand  improved  product,  service  or  value  as  the  just 
reward  for  patronage.  The  retailer,  dealing  in  finished  consumer  goods,  is  subject 
to  the  influences  of  both  the  buyer  and  the  seller.  As  these  influences  changed  in 
1946  and  as  they  continue  to  change  in  the  current  year  the  retailer  must  modify 
practices  and  procedures  in  order  to  maintain  a  proper  and  profitable  balance  fully 
attuned  to  existing  conditions  of  the  immediate  period.  These  changes  affect  the 
timing  of  placing  orders  and  receipt  of  goods,  quantities  purchased,  quality  stand¬ 
ards,  markdown  procedures,  pricing,  etc. 

Inventory  investment  and  commitments  on  future  orders  offer  good  examples 
of  the  extent  to  which  merchandise  shortages  affected  merchandising  operations 
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over  the  past  few  years.  Historically,  this  Company’s  investment  in  inventory  at 
the  close  of  a  year  represented  slightly  less  than  15%  of  sales  of  the  year.  A  peak 
figure  of  16%  was  reached  at  the  close  of  1941  in  anticipation  of  shortages.  As 
shortages  materialized  it  became  increasingly  difficult  to  maintain  complete  stocks. 
This  percentage  relationship  of  year-end  inventory  investment  to  sales  declined 
as  the  impact  of  increasing  consumer  demand  and  merchandise  shortages  forced 
merchandise  turnover  rates  upward.  The  figures  were:  13.7%,  13.8%,  12.6%  and 
10.7%  for  the  close  of  the  years  1942  to  1945,  inclusive. 

As  the  supply  of  merchandise  increased  throughout  1946  the  Company’s  invest¬ 
ment  in  inventory  increased  both  on  an  absolute  and  a  sales  relationship  basis.  If 
the  record  low  relationship  existing  at  the  beginning  of  the  year,  10.7%,  had  prevailed 
at  its  close,  the  Company’s  investment  in  inventory  would  have  been  slightly  less 
than  thirty-nine  million  dollars.  As  the  merchandise  supply  approached  the  demand 
level  assortments  of  offerings  of  merchandise  were  expanded  and  normal  relationships 
reestablished.  The  actual  year-end  inventory  investment  of  slightly  over  fifty-three 
million  dollars  closely  approximated  the  prewar  historic  relationship  of  15%  of  sales. 
This  trend  is  set  forth  in  a  graph  shown  on  page  8. 

While  investment  in  inventory  declined  in  the  period  of  merchandise  shortages, 
the  total  outstanding  commitments  represented  by  orders  for  future  delivery  increased 
substantially.  In  the  period  of  extreme  shortages  of  finished  goods  many  manufac¬ 
turers  and  distributors  of  consumer  goods  demanded  and  received  great  freedom 
regarding  timing  of  deliveries.  Often  this  freedom  was  necessary  because  of  the 
manufacturers’  production  problems  due  to  material  and  labor  shortages.  Frequently 
the  placing  of  an  order  by  a  retailer  represented  little  more  than  a  call  on  merchandise 
when,  as  and  if  manufactured.  Throughout  the  two-  or  three-year  period  of  extreme 
shortages  the  Company  received  less  than  two-thirds  of  the  merchandise  for  which 
orders  Were  placed.  Consequently,  the  Company’s  statistical  commitment  position 
was  always  highly  inflated.  It  was  necessary  that  it  be  maintained  on  an  inflated 
basis  to  provide  a  reasonably  satisfactory  in-flow  of  merchandise. 

In  the  immediate  prewar  years  the  relation  of  commitments  to  sales  at  the  close 
of  the  year  averaged  about  5%.  The  percentages  at  the  close  of  the  years  1942  to 
1945,  inclusive,  were:  15.2%,  18.7%,  26.0%  and  24.7%,  respectively.  As  the 
supply  of  merchandise  came  into  closer  balance  with  demand  it  was  possible  to  revert 
toward  more  normal  buying  practices.  Merchandise  commitments  on  January  31, 
1947,  of  forty-three  million  dollars  were  equivalent  to  12%  of  sales  for  the  year 
ended  on  that  date.  This  trend  toward  prewar  normal  relationships  continues  into 
the  current  year  and  it  appears  that  historic  percentages  should  be  approximated  by 
the  close  of  the  current  year. 

Current  Trends: 

Generally,  the  supply  of  merchandise  is  now  adequate  to  meet  demand.  There 
are  certain  lines  in  which  current  production  is  running  at  less  than  capacity  due  to 
lack  of  active  demand.  There  is  no  longer  any  substantial  accumulated  pent-up 
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need  for  merchandise  such  as  there  was  during  the  period  of  extreme  shortages. 
Currently,  extreme  shortages  are  limited  principally  to  the  home  appliance  fields  and 
certain  types  of  furniture.  Merchandising  problems  of  the  current  year  pertain 
to  consumer  demand  in  total  and  by  lines,  quality  standards  and  design,  and  value 
or  price  rather  than  to  adequacy  of  supply. 

The  relatively  high  level  of  current  consumer  income  affords  adequate  purchasing 
power  for  a  high  level  of  consumption.  This  is  bulwarked  to  some  extent  by  relatively 
high  consumer  savings.  Consumers  are  continuing  to  furnish  evidence  of  their 
willingness  to  use  this  purchasing  power  to  satisfy  their  needs  and  wants.  The  supply 
of  most  lines  of  merchandise  is  now  adequate  to  furnish  the  opportunity  for  discrim¬ 
inate  buying  on  the  part  of  the  consumer.  This  discrimination  is  being  exercised 
progressively  as  opportunities  for  doing  so  increase.  Competition  for  patronage  inten¬ 
sifies  as  merchandise  supply  increases. 

The  subject  of  prices  is  being  widely  discussed  currently.  As  the  character  of 
markets  are  changed  by  the  reinstatement  of  competition  as  the  controlling  force 
individuals  and  groups  are  endeavoring  to  maintain  or  acquire  advantageous  positions. 
Claims  and  counter  claims  of  interested  parties  becloud  the  true  issues.  The  future 
trend  of  prices  is  by  no  means  certain. 

The  long-range  effects  on  the  general  price  level  of  fiscal  changes  resulting  from 
the  war,  such  as  increased  monetary  supply  and  accumulated  savings,  federal  debt  of 
staggering  proportions  and  its  related  tax  problems,  and  international  relationships 
3nd  their  accompanying  economic  obligations  are  not  predictable  with  any  degree  of 
certainty.  There  has  also  been  injected  into  the  economy  over  the  past  several  years 
many  cost  rigidities  that  did  not  prevail  in  earlier  periods.  These  include  influences 
on  commodity  prices  through  various  forms  of  controls  and  subsidization  and  highly 
inflexible  wage  costs. 

Influences  that  are  working  or  will  work  toward  lower  prices  emanate  from 
large  production  capacities  with  consequent  competitive  pressures  and  the  probability 
of  low-cost  competition  from  other  countries.  Granting  production  capacities, 
competitive  pressures  will  increase  productivity  per  man  hour,  accelerate  technological 
development,  improve  specifications,  increase  general  efficiency  and  lower  profit 
margins  per  unit.  These  influences  have  been  working  and  will  continue  to  work  in 
different  lines  with  great  variance  as  to  timing  and  effect.  Such  declines  in  prices 
as  materialize  for  these  or  other  reasons,  represent  both  opportunities  and  hazards 
for  retailers. 

Within  given  limits  of  purchasing  power,  the  lowering  of  prices  broadens  markets 
and  thereby  widens  the  opportunity  for  the  retailer  to  render  greater  service  profit¬ 
ably.  The  retailer  as  the  purchasing  agent  for  the  consumer  welcomes  the  opportunity 
of  being  able  to  obtain  for  the  consumer  cither  improved  products,  lower  prices,  or 
both.  The  opportunity  for  the  individual  retailer  to  demonstrate  strong  leadership 
in  doing  so  offers  opportunities  to  gain  valuable  competitive  advantage. 

Natural  hazards  for  the  retailer  in  falling  prices  are  losses  on  inventory  valuation 
and  the  possibility  that  physical  consumption  may  not  increase  sufficiently  to  maintain 
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dollar  sales  volume.  Cushions  agamsr  inventory  losses  due  to  falling  prices  are 
inherent  in  the  facts  that  the  average  department  store  turns  its  stock  of  merchandise 
approximately  every  ninety  days  and  that  there  is  a  natural  time  lag  of  from  several 
days  to  a  few  weeks  between  the  time  of  decline  in  the  primary  markets  and  its 
being  felt  with  full  force  at  the  retail  level.  This  Company  also  has  a  cushion  against 
declines  of  general  price  levels  through  its  use  of  the  "last-in,  first-out”  principle  of 
inventory  valuation  as  a  result  of  which  a  portion  of  its  inventory  is  being  carried 
at  prices  prevailing  in  preceding  years  back  to  1941. 

Summary: 

The  long-term  general  price  trend  is  unpredictable  with  any  degree  of  certainty. 
Many  forces  are  working  toward  lower  prices.  Declining  prices  represent  both  a 
hazard  and  opportunity  for  the  retailer.  The  balance  of  the  year  will  be  a  period 
of  numerous  price  adjustments  as  the  competition  inherent  in  a  buyers’  market  develops. 
These  adjustments  will  vary  greatly  between  lines  of  merchandise  and  as  to 
magnitude  and  timing.  The  retailers’  profit  margins  will  be  unfavorably  influenced 
in  1947  by  necessary  price  reductions  just  as  they  were  in  1946. 

Changing  conditions  afford  an  alert  retailer  an  opportunity  to  render  especially 
valuable  service  to  the  consumer.  The  retailer’s  competitive  position  will  be  enhanced 
or  reduced  depending  upon  the  degree  of  effectiveness  with  which  this  service  is 
performed.  This  Company  welcomes  the  opportunity  of  bringing  customers  improved 
merchandise  offerings  at  reduced  prices  and  will  direct  its  efforts  toward  that  end. 
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Physical  Plant  Expansion  and  Modernization 

Physical  plant  expenditures  were  at  a  low  level  in  the  war  period  as  a  result  of 
government  regulations  and  shortages  of  materials  and  manpower.  In  the  period  in 
which  the  Company’s  sales  more  than  doubled  (1940  to  1945)  little  was  added  in  the 
way  of  physical  facilities.  Substantial  additions  and  improvements  were  initiated 
in  1946.  Some  of  these  were  completed  during  the  year  while  others  were  in  process 
at  the  close  of  the  year.  Still  others  were  planned  for  future  execution.  In  the 
following  paragraphs  some  of  the  more  important  programs  are  discussed. 

1946  ACTIVITY 

New  Store  Facilities: 

GERTZ - JAMAICA 

This  store  occupies  its  building  under  a  long  term  lease.  This  lease  provides 
for  a  rental  based  on  a  percentage  of  annual  sales  but  with  a  stated  minimum  amount. 
In  1945  arrangements  were  completed  with  the  owners  of  the  building  for  the  erection 
of  an  addition  to  the  building  which  will  increase  the  floor  area  of  the  store  by  130%. 
The  cost  of  this  construction,  approximately  three  million  dollars,  is  borne  substan¬ 
tially  by  the  owners  of  the  property.  The  store  amended  its  lease  by  granting  an 
increase  in  minimum  rent.  The  new  minimum  rent  provided  for  under  the  amended 
lease  is  substantially  less  than  the  amount  paid  under  the  percentage  arrangement 
in  1946  —  a  year  in  which  the  new  facilities  were  available  to  only  a  very  limited 
extent.  The  fixturing  cost  will  be  borne  by  the  store. 

The  growth  of  this  store  over  the  past  fifteen  years  has  been  phenomenal.  It 
has  grown  from  a  small,  family-operated  shop  to  a  large  metroyratan  department 
store  in  that  period.  It  serves  New  York  City’s  largest  and  most  rapidly  growing 
borough,  Queens.  Doubling  space  at  this  time  should  enable  Gertz  to  become  one 
of  the  leading  department  stores  in  New  York  City. 

DONALDSON - MINNEAPOLIS 

Buildings  occupied  by  this  store  are  owned  by  it.  They  are  located  in  part  on 
leased  ground.  The  plant  is  a  very  old  one  and  was  relatively  obsolete.  A  program 
of  building  modernization  is  in  progress.  When  completed,  it  will  include  a  new 
exterior  of  building,  new  interiors,  air  conditioning,  escalators  and  many  added 
service  facilities,  together  with  some  additional  selling  space.  This  program  is  less 
than  one-half  completed.  Approximately  $800,000  was  spent  on  this  property  in 
1946.  The  modernization  program  should  go  far  toward  enabling  this  store  to  regain 
much  of  its  former  dominant  position  in  the  Minneapolis  area. 

POLSKY - AKRON 

This  property  is  occupied  under  a  lease  bearing  a  flat  dollar  rental.  A  substantial 
addition  to  this  building  has  been  erected.  The  store  has  been  completely  air  condi¬ 
tioned  and  new  escalators  serving  all  floors  are  being  installed.  The  cost  of  this 
program  is  being  borne  by  the  store.  Almost  one  and  a  quarter  million  dollars 
were  spent  on  this  property  in  1946.  This  is  one  of  the  two  leading  stores  in  Akron. 
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The  plant  improvement  should  enable  the  store  to  maintain  and  improve  its  degree 
of  dominance  in  the  community. 

ROLLMAN’S - CINCINNATI 

This  property  is  occupied  under  a  long  term  lease  bearing  a  flat  dollar  rental. 
This  store  has  been  handicapped  for  lack  of  space  over  a  long  period  of  years. 
Providing  such  space  should  prove  to  be  a  profitable  move.  An  adjoining  building 
was  modernized  and  connected  with  the  main  store  building  as  an  annex.  Store 
floor  area  was  increased  by  two-thirds.  Escalators  were  installed.  Costs  of  the 
program  are  borne  by  the  store.  Approximately  one  and  a  quarter  million  dollars 
were  spent  on  this  property  in  1946. 

ANDERSON - BOISE 

This  company  modernized  a  building  acquired  by  lease  in  Spokane  and  expects 
to  open  a  new  unit  there  during  the  current  year.  Several  other  relatively  small 
additions  to,  or  acquisitions  of,  store  property  were  made  during  the  year.  This 
company,  operating  thirty  units,  expended  approximately  six  hundred  thousand  dol¬ 
lars  in  1946  for  fixed  assets  other  than  store  fixtures. 

Warehouse  and  Service  Buildings: 

As  a  retail  business  grows  its  needs  for  additional  warehousing  and  service 
facilities  usually  increase  in  almost  direct  proportion  to  the  expansion  of  physical 
volume.  This  was  not  true  in  the  war  period  due  to  the  shortage  of  merchandise 
and  the  consequent  rapid  turnover  of  inventory.  As  conditions  return  to  normal 
the  accumulated  need  for  expanded  warehousing  space  in  approximate  proportion 
to  physical  volume  becomes  imperative.  It  has  been  necessary  to  augment  ware¬ 
housing  and  service  buildings  of  a  great  number  of  the  stores  over  the  past  several 
months.  In  many  instances  this  has  been  accomplished  by  renting  available  space. 
In  other  instances  buildings  were  acquired  for  this  purpose. 

New  warehouse  and  service  buildings  have  been  erected  by  Joske  Bros.,  San 
Antonio,  Titche-Goettinger  Co.,  Dallas,  and  Maas  Bros.,  Tampa.  Expenditures  in 
1946  for  these  three  units,  including  land,  were  slightly  less  than  one  million  dollars. 
A  storage  and  service  building  previously  occupied  by  Jordan  Marsh  Company  under 
lease  became  available  for  purchase  at  terms  that  seemed  favorable  in  relation  to 
rents  paid.  This  property  was  purchased  in  1946  for  $625,000. 

General: 

The  plant  improvement  programs  mentioned  above  made  necessary  a  substantial 
amount  of  refixturing  work.  Fixture  modernization  programs  were  also  carried  out 
by  numerous  other  stores.  Investment  in  store  fixtures  and  equipment  increased 
one  million  eight  hundred  thousand  dollars  in  the  year.  Investment  in  physical  plant 
and  equipment  was  increased  by  over  seven  and  one-quarter  million  dollars  by  the 
items  mentioned  in  the  foregoing  paragraphs.  Other  additions,  large  in  number  but 
relatively  small  in  amount,  were  responsible  for  the  increase  in  net  investment  in 
plant  and  equipment  from  $11,040,232  to  $19,105,161,  or  $8,064,929  in  excess  of 
depreciation  taken  of  $1,196,656. 
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PLANNED  EXPANSION  AND  IMPROVEMENTS 

JORDAN"  MARSH - BOSTON 

In  the  early  pare  of  the  1920  decade  Jordan  Marsh  Co.,  Boston,  acquired  the 
C.  F.  Hovey  Co.  These  two  stores  occupy  practically  a  complete  city  block  in  the 
heart  of  Boston  under  long-term  leases  bearing  fixed  dollar  rentals.  The  objective 
in  acquiring  the  Hovey  business  was  that  at  some  future  date  the  Jordan  Marsh  Co. 
could  replace  the  old  buildings  on  this  block  with  a  modern  retail  structure. 

The  erection  of  the  proposed  new  building  was  postponed  from  year  to  year. 
It  was  shelved  for  an  indefinite  period  during  the  depression  period  of  the  1930’s. 
Building  restrictions  made  it  impossible  in  the  first  half  of  the  1940  decade.  In  the 
meantime  the  two  stores  have  been  operated  as  individual  units. 

It  has  now  been  decided  to  start  what  will  eventually  be  one  integrated  building 
covering  the  entire  city  block  of  Boston,  bounded  by  Washington  Street,  Summer 
Street,  Chauncy  Street  and  Avon  Street.  This  block  contains  approximately  one 
hundred  thousand  square  feet  of  land  area.  The  size  of  the  undertaking  and  the 
need  of  using  a  substantial  part  of  the  block  at  all  times  to  provide  for  current 
business  operations  necessitates  the  spreading  of  this  work  over  a  number  of  years 
by  erecting  the  building  in  sections.  The  entire  building  is  being  planned  now  so 
that  when  completed  it  will  become  an  integrated  unit.  Special  consideration  has 
been  given  to  features  to  be  incorporated  into  the  building  which  will  result  in  the 
completed  structure  representing  the  best  in  New  England  architecture,  customer 
convenience  and  operating  efficiency. 

The  first  section  of  the  building  to  be  started  in  the  current  year  will  represent 
approximately  twenty  percent  of  the  total  development  contemplated.  This  first 
section  will  contain  many  of  the  more  expensive  service  facilities  and  it  is  estimated 
will  cost  over  two  and  one-half  million  dollars.  Based  on  current  cost  lcels  the 
entire  building  when  completed  will  probably  cost  about  eleven  million  dollars. 
Jordan  Marsh  Company  is  now  in  the  process  of  absorbing  the  organization  and 
operations  of  the  C.  F.  Hovey  Co.  so  the  two  businesses  may  be  operated  as  one. 

MAAS  BROS. - ST.  PETERSBURG 

The  Company  will  open  a  new  unit  late  in  the  current  year  to  be  known  as 
Maas  Bros.,  St.  Petersburg.  It  will  be  a  sister  store  of  Maas  Bros.,  Tampa.  A  new 
building  is  being  erected  under  the  direction  of  the  Company  at  an  estimated  cost 
of  approximately  one  and  a  half  million  dollars.  It  is  planned  that  the  building  when 
completed  will  be  occupied  under  a  long-term  lease  carrying  a  fixed  dollar  rental. 
The  land  has  an  area  of  approximately  forty-five  thousand  square  feet.  The  building 
will  consist  of  three  floor  levels  over  the  entire  plot  plus  a  large  balcony.  It  is 
expected  that  this  building  will  be  the  most  modern  merchandising  structure  in 
the  country. 

MEYER’S - GREENSBORO 

Plans  have  been  completed  to  double  the  size  of  The  Meyer’s  Co.  store  in  Greens¬ 
boro  at  an  estimated  cost  of  almost  one  million  dollars.  This  store  has  been  badly 
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in  need  of  additional  space  for  a  number  of  years.  It  is  believed  that  this  addition 
will  assure  this  store’s  being  able  to  retain  the  very  dominant  position  it  has  held 
for  a  number  of  years  in  Greensboro  and  vicinity.  Arrangements  are  being  made 
to  sell  this  building  when  completed  to  an  investor,  taking  back  a  long  term  lease 
on  a  fixed  dollar  rental  basis. 

GOLDEN  RULE - ST.  PAUL 

Work  is  now  in  progress  on  a  replacement  and  modernization  of  vertical  trans¬ 
portation  facilities  of  this  store.  This  includes  installation  of  escalators  and  elevators. 
Costs  are  estimated  at  $340,000.  This  property  is  occupied  under  a  lease  which 
provides  for  a  rental  based  on  a  percentage  of  annual  sales  but  with  a  stated  minimum 
amount.  Arrangements  are  being  concluded  whereby  the  owners  of  the  property 
will  permit  the  application  of  a  portion  of  the  excess  over  minimum  rentals  toward 
reimbursement  to  the  store  for  its  expenditures  on  this  and  other  future  programs 
of  building  improvements. 

muller’s  —  lake  Charles 

This  property  is  occupied  under  a  long  term  lease  which  provides  for  a  rental 
based  on  a  percentage  of  annual  sales  but  with  a  stated  minimum  amount.  The 
present  building  is  being  modernized  and  an  addition  erected.  Adjoining  land  has 
been  acquired  for  customer  parking.  The  cost  of  this  program,  estimated  at  about 
six  hundred  thousand  dollars,  is  borne  by  the  owners  of  the  property.  A  lease  modi¬ 
fication  provides  for  an  increase  in  minimum  rentals.  The  new  minimum  is  less 
than  rents  now  paid  under  the  percentage  of  sales  arrangement. 

HERPOLSHEIMER’s - GRAND  RjSPIDS 

This  store  occupies  its  property  under  a  lease,  expiring  in  1949,  which  provides 
for  a  rental  based  on  a  percentage  of  annual  sales  but  with  a  stated  minimum  amount. 
The  buildings  require  modernization  and  expansion  estimated  to  cost  at  least  one 
and  a  half  million  dollars  to  fit  them  to  the  future  needs  of  the  store.  The  owners 
would  not  agree  to  make  this  investment.  It  was  not  possible  to  negotiate  a  new 
long  term  lease  on  a  basis  that  would  justify  the  store  making  the  investment. 

The  store  has  purchased  land  located  nearby  at  a  very  strategically  located  corner. 
Plans  are  being  made  to  erect  a  new  building  on  this  land.  Sufficient  land  has  been 
provided  to  permit  the  erection  of  a  building  having  a  minimum  number  of  floors, 
each  affording  large  areas  for  shopping  and  related  services.  It  is  estimated  that  the 
new  plant,  including  the  land,  store  building,  warehouse  and  customer  parking 
facilities  can  be  provided  at  an  annual  rental  or  carrying  charge  less  than  rentals 
now  being  paid  for  the  old  building.  Advantages  in  the  form  of  customer  con¬ 
veniences  and  operating  efficiencies  should  be  great. 

JOSKE’S - SAN  ANTONIO 

This  is  one  of  the  Company’s  largest  and  most  profitable  units.  It  occupies  a 
modern  plant  frequently  referred  to  as  America’s  most  beautiful  store  building. 
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A  part  of  this  building  was  erected  in  1939  and  the  balance  was  modernized  at  that 
time.  This  store  is  the  dominant  store  in  its  community.  It  is  widely  known 
as  "The  largest  store  in  the  largest  state”.  It  has  had  a  very  consistent  and  sound 
growth  record. 

Extending  over  a  number  of  years,  various  plots  of  land  have  been  acquired 
lying  contiguous  to  this  property  with  the  view  of  again  expanding  the  store’s 
facilities.  The  time  has  come  when  this  rapidly  growing  store  must  have  more 
space  and  increased  facilities.  Plans  are  now  being  prepared  for  the  erection  of  a 
building  addition.  Decision  as  to  the  size  of  this  addition  has  not  been  reached. 
No  cost  estimates  have  been  established. 

FINANCING  OF  CONSTRUCTION  WORK 

The  foregoing  summary  outlines  construction  work  which  has  been  done 
recently,  is  now  in  progress,  and  is  definitely  contemplated.  Work  contemplated  will 
be  spread  over  an  indefinite  number  of  future  years.  Changes  of  opinions  resulting 
in  modifications  of  plans  or  in  some  instances  their  elimination  or  indefinite  deferment 
are  possible  and  perhaps  probable.  The  entire  scope  of  Company  thinking  at  this  time 
is  submitted  as  a  matter  of  information  to  stockholders. 

The  costs  of  the  work  done  have  been  borne  in  some  instances  by  the  landlords 
and  in  other  instances  by  the  Company,  as  mentioned.  Costs  borne  by  the  Company 
have  been  financed  out  of  the  general  funds  of  the  Company  including  the  use  of  a 
part  of  the  cash  received  in  1946  through  the  sale  of  237,840  additional  shares  of 
the  Company’s  Common  Stock. 

The  Company  now  has  land  and  buildings  valued  at  $6,677,404  and  total  fixed 
assets  —  land,  buildings,  leasehold  improvements,  fixtures  and  equipment  valued  at 
$19,105,161.  There  are  no  liens  or  mortgages  against  this  property.  The  Company 
has  no  funded  debt. 

Much  of  the  investment  in  land  and  buildings  represents  properties  acquired  for 
development  purposes  as  a  part  of  long-term  expansion  programs.  In  the  past  the 
Company  has  followed  a  policy  of  freeing  capitfl  invested  in  fixed  assets  by  the  sale 
of  properties  to  investors  and  retaining  the  use  thereof  under  long-term  lease  agree¬ 
ments.  Some  of  the  properties  discussed  herein  will  be  handled  in  this  maimer. 

It  is  impractical  at  this  time  to  decide  the  exact  extent  to  which  the  construction 
work  outlined  herein  may  be  financed  by  present  landlords,  through  the  sale  of 
properties  to  investors  coincidental  with  their  development,  the  use  of  real  estate 
or  leasehold  mortgages,  the  sale  of  additional  stock  or  from  the  general  funds  of  the 
Company  and  retained  profits.  Consideration  will  be  given  to  each  of  these  methods, 
and  perhaps  others,  as  the  programs  progress.  Decision  in  each  case  will  be  dictated 
in  part  by  accompanying  circumstances  surrounding  the  individual  case  under  con¬ 
sideration  and  the  relative  advantages  and  disadvantages  of  the  different  methods 
available  at  the  time.  As  a  general  rule,  the  Company  will  endeavor  to  keep  its 
investments  in  real  estate  and  its  funded  debt  at  relatively  low  levels. 
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The  Company’s  Capital  Stocks 

PREFERRED  STOCK 

The  Company’s  charter  authorized  the  issuance  of  300,000  shares  of  $100.00 
par  value  Cumulative  Preferred  Stock  at  such  times  and  under  such  terms  as  the 
directors  of  the  Company  decide.  Through  sinking  fund  operations  this  authorization 
has  been  reduced  to  296,000  shares.  In  1945,  200,000  shares  of  this  stock  were 
issued  at  the  time  a  previously  authorized  issue  was  called  and  the  authorization 
thereof  cancelled.  These  200,000  shares  carry  a  4%  dividend  rate.  An  annual 
sinking  fund  of  2%  of  the  greatest  amount  ever  issued  is  provided.  This  stock  shares 
voting  rights  with  the  Common  Stock  on  a  share  for  share  basis,  and  may  elect 
two  directors  if  dividends  are  in  default  for  six  quarterly  periods.  The  full 
200,000  shares  of  this  stock  originally  issued  were  outstanding  at  the  beginning  of 
the  year.  During  the  year  4,000  shares  were  purchased  and  retired  in  accordance 
with  sinking  fund  provisions.  An  additional  1,000  shares  were  purchased  and  are 
held  in  the  treasury  to  be  applied  to  sinking  fund  requirements  of  the  current  year. 

Ownership: 

Excluding  stock  in  the  names  of  brokers  and  known  nominees,  on  April  30,  1947, 
there  were  2,451  holders  of  record  of  the  Company’s  Preferred  Stock.  This  compares 
with  2,516  one  year  earlier.  The  following  summary  shows  the  number  of  such 
holders  classified  by  the  number  of  shares  held: 


Holders  of 

Holders  of 

1  to  10  shares 

679 

101  to  500  shares 

179 

11  to  25  " 

667 

501  to  1000  " 

9 

26  to  50  " 

595 

over  1000  “ 

15 

51  to  100  " 

307 

Total 

2451 

Profits  in  Relation  to  Preferred  Stock: 

Consolidated  net  profits  of  the  Company  for  each  of  the  last  five  years  expressed 
in  terms  of  ratio  to  current  Preferred  Stock  dividend  requirements  and  of  profit 
per  share  of  Preferred  Stock  now  outstanding  follows: 

Preferred  Stock 

Dividend  Profit  per 

Requirements  Share  of 

Times  Earned  Preferred  Stock 


1946 .  23.6  $94.25 

1945 .  10.7  42.93 

1944 .  9.3  37.08 

1943  .  8.8  35.13 

1942 .  7.3  29.14 


Company  Net  Worth  in  Relation  to  Preferred  Stock: 

Net  current  assets  —  current  assets  minus  current  liabilities  —  at  the  close  of 
each  of  the  past  five  years,  and  net  assets  —  total  assets  minus  total  liabilities  and 
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reserves  —  are  expressed  in  terms  of  per  share  of  Preferred  Stock  outstanding  on 
January  31,  1947  in  the  following  tabulation: 

Net  Current  Net  Assets 

Assets  per  Share  per  Share  of 

of  Preferred  Stock  Preferred  Stock 


1946 .  $332.89  $442.23 

1945  .  249.21  313.39 

1944 .  238.19  295.68 

1943 .  215.73  274.26 

1942 .  203.15  257.40 


COMMON  STOCK 


There  were  1,804,882  shares  of  the  Company’s  Common  Stock  outstanding  at 
the  beginning  of  the  year.  Rights  to  buy  257,840  additional  shares  or  one  for  each 
seven  held  were  issued  to  stockholders  during  the  year.  This  offering  was  under¬ 
written  for  the  Company  by  a  banking  syndicate  assuring  full  acceptance  of  the 
offering.  The  rights  were  traded  in  on  the  New  York  Stock  Exchange  during  their 
life,  thereby  permitting  a  stockholder  who  received  rights  but  did  not  want  to 
purchase  more  stock  to  sell  the  right  to  do  so  to  others.  Stockholders  receiving  rights 
purchased  234,362  shares.  The  remaining  23,478  shares  were  purchased  by  others 
who  acquired  rights  in  the  open  market  and  by  the  banking  syndicate. 

At  the  close  of  the  year,  there  were  outstanding  2,062,722  shares  of  the  Com¬ 
pany’s  Common  Stock.  Excluding  stock  in  the  names  of  brokers  and  known  nominees, 
on  April  30,  1947,  there  were  16,252  holders  of  the  Company’s  Common  Stock. 
This  compares  with  13,190  such  holders  one  year  earlier.  The  following  summary 
shows  the  numbers  of  such  holders  of  the  Company’s  Common  Stock  classified  by 
the  number  of  shares  held: 


Holders  of 

1  to  25  shares  7,085 

26  to  50  "  3,389 

51  to  100  "  3,470 

101  to  500  "  2,152 

Profits  and  Asset  Values: 


Holden  of 

501  to  1000  shares  87 

1001  to  5000  "  51 

over  5000  "  18 

Total  16,252 


Common  Stock  equity  —  total  Assets  minus  Liabilities,  Reserves  and  Preferred 
Stock  —  is  shown  in  total  and  in  terms  of  per  share  of  Common  Stock  outstanding 
at  the  close  of  each  of  the  past  ten  years  on  a  graph  on  page  28.  Profits  for  the 
year,  dividends  paid  in  the  year  and  Common  Stock  equity  at  the  close  of  the 
year  are  shown  on  a  per  share  basis  for  each  of  the  past  five  years  below: 

♦Dividend  per  Profit  per  Equity  per 

Share  of  Share  of  Share  of 

Common  Stock  Common  Stock  Common  Stock 


1946 .  $1.90  $8.52  $32.35 

1945 .  1.45  4.05  22.78 

1944 .  1.00  3.42  20.40 

1943 .  .70  3.17  17.50 

1942 .  .60  2.50  14.95 


*  Current  rate  $3.00  annually  payable  75  f  on  the  20th  of  January,  April,  July  and  October. 
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TOTAL  COMMON  STOCK  EQUITY 

AND 


BOOK  VALUE  OF  COMMON  STOCK 


m 


TOTAL  COMMON  STOCK  EQUITY 
(IN  MILLIONS  OF  DOLLARS) 


BOOK  VALUE  OF  COMMON  STOCK 
(IN  DOLLARS  PER  SHARE) 


ERNST  &  ERNST 

NEW  YORK 

IS  RECTOR  STREET 


May  19,  1947. 


Board  of  Directors, 

Allied  Stores  Corporation, 

New  York,  New  York. 

We  have  examined  the  consolidated  balance  sheet  of  Allied  Stores  Corpora¬ 
tion  and  subsidiaries  as  of  January  31,  1947,  and  the  consolidated  statements  of  profit 
and  loss  and  surplus  for  the  fiscal  year  then  ended,  have  reviewed  the  systems  of 
internal  control  and  the  accounting  procedures  of  the  companies  and,  without  making 
a  detailed  audit  of  the  transactions,  have  examined  or  tested  accounting  records  of 
the  companies  and  other  supporting  evidence,  by  methods  and  to  the  extent  we  deemed 
appropriate.  Our  examination  was  made  in  accordance  with  generally  accepted 
auditing  standards  applicable  in  the  circumstances  and  included  all  procedures  which 
we  considered  necessary. 

In  our  opinion,  the  accompanying  consolidated  balance  sheet  and  related  consoli¬ 
dated  statements  of  profit  and  loss  and  surplus  present  fairly  the  position  of  Allied 
Stores  Corporation  and  its  subsidiaries  at  January  31,  1947,  and  the  consolidated 
results  of  their  operations  for  the  year,  in  conformity  with  generally  accepted 
accounting  principles  applied  on  a  basis  consistent  with  that  of  the  preceding  year. 

ERNST  &  ERNST. 
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ALLIED  STORES  CORPORATION  AND  SUBSIDIARIES 


Consolidated  Balance  Sheet  —  January  31,  1947 


ASSETS 

Current  Assets: 

Cash  .  $  10,607,766 

United  States  Government  securities  —  at  cost .  191,491 

Accounts  and  notes  receivable  —  customers: 

Current  accounts .  $28,648,003 

Deferred  payment  accounts  and  notes  .  8,379,192  $37,027,195 

Less  reserve .  1,089,609  35,937,586 

Accounts  receivable  —  suppliers  and  sundry  debtors .  1,676,178 

Merchandise  inventories,  including  $7,294,869  for  mer¬ 
chandise  in  transit  and  advances  on  merchandise  (Note  A)  53,058,034 

Total  current  assets .  $101,471,055 

Other  Assets: 

Insurance  and  other  deposits .  $  317,643 

Investments  and  real  estate .  617,115 

Sundry  notes  and  accounts  receivable .  1,210,608 

Total  other  assets .  2,145,366 


Land,  Buildings,  Equipment,  Etc.  (Note  B) : 

Land  . 

Buildings  and  equipment  .  $  5,451,9 46 

Less  reserves  for  depreciation .  2,092,903 

Store  fixtures,  equipment,  etc .  $10,504,715 

Less  reserves  for  depreciation .  3,972,92 9 

Improvements  to  leased  property .  $  4,093,679 

Less  reserves  for  depreciation .  1,105,678 

Building  and  other  improvements  in  course  of  construction 

Total  land,  buildings,  equipment,  etc . 

Deferred  Charges: 

Unexpired  insurance  premiums . 

Prepaid  rent  and  taxes . 

Inventories  of  supplies . 

Other  deferred  charges  and  prepaid  expenses 

Total  deferred  charges . 

Goodwill  and  Other  Intangible  Assets  .... 

$125,272,539 


$  507,998 

380,003 
1,326,594 
336,361 

2,550,956 


$  3,318,361 
3,359,043 

6,531,786 

2,988,001 
2,907,97 0 


19,105,161 
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ALLIED  STORES  CORPORATION  AND  SUBSIDIARIES 
Consolidated  Balance  Sheet  —  January  31,  1947 


LIABILITIES 


Current  Liabilities: 

Accounts  payable  .  $  18,172,310 

Accrued  accounts  .  6,4-19,61? 

Taxes  (other  than  federal  taxes  on  income)  .  3,166,544 

Federal  taxes  on  income  —  estimated  (Note  A)  .  $12,656,763 

Less  United  States  Treasury  Savings  Notes .  3,887,745  8,769,018 


Total  current  liabilities .  $  36,557,491 


Reserves: 

For  contingencies  .  $  500,000 

Miscellaneous  .  1,980,322 


Total  reserves  .  2,480,322 

Capital  Stock  and  Surplus: 

Capital  Stock: 

Cumulative  Preferred  Stock — parvalue  $100  per  share — 
issuable  in  one  or  more  series: 

Authorized  —  296,000  shares 
Issued  —  196,000  shares  —  4 % 

Cumulative  Preferred  Stock 

(Note  C)  .  $19,600,000 

Less  in  treasury .  100,000  $19,500,000 


Common  Stock  —  without  par  value: 

Authorized  —  2,500,000  shares 

Issued  —  2,062,722  shares  —  capital  fixed  by 

Board  of  Directors  at  |1.00  per  share .  2,062,722 

Surplus: 

Capital  .  $22,470,929 

Earned  (from  June  1,  1935)  (Notes  A, 

C  and  D)  .  42,201,075  64,672,004 

Total  capital  stock  and  surplus .  86,234,726 

Loan  agreement  (Note  E) 

Contingent  liability  (Note  F) 


$125,272,539 


Notes  to  financial  statements  follow  hereafter. 

.  31  . 


Reproduced  with  permission  of  the  copyright  owner.  Further  reproduction  prohibited  without  permission. 


ALLIED  STORES  CORPORATION  AND  SUBSIDIARIES 


Consolidated  Statement  of  Profit  and  Loss 
for  the  Fiscal  Year  Ended  January  31,  1947 


Net  sales  (including  leased  departments) 

Cost  of  goods  sold  (Note  A)  . 

Gross  margin  . 


Operating  expenses: 

Administrative,  buying,  rent  and  other  occupancy  costs, 
publicity,  selling  and  general  expenses,  including  provi¬ 
sion  for  doubtful  accounts  (less  income  from  carrying 


charges  on  deferred  payment  accounts)  .  182,662,837 

Provision  for  depreciation  .  1,196,656 

Maintenance  and  repairs  .  2,475,177 


Operating  profit 


Other  deductions  (including  interest  of  $41,25 4) 
Profit  before  federal  taxes  on  income  . 


Provision  for  estimated  federal  taxes  on  income  (Note  A): 
Normal  income  tax  and  surtax . 


Consolidated  net  profit  (Note  A) 


Notes  to  financial  statements  follow  hereafter. 
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$361,712,370 

244,857,254 

$116,855,116 


86,334,670 
$  30,520,446 

639,913 
$  31,160,359 
256,607 
$  30,903,752 

12,525,000 

$  18,378,752 
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ALLIED  STORES  CORPORATION  AND  SUBSIDIARIES 


Consolidated  Statement  of  Earned  and  Capital  Surplus 
for  the  Fiscal  Year  Ended  January  31,  1947 

Earned  Capital 

Balance  —  January  31,  1946  128,440,359  $10,865,931 

Add : 

Consolidated  net  profit .  18,378,752 

Discount  on  repurchase  of  4%  Cumulative  Preferred  Stock  150 

Excess  of  proceeds  from  sale  of  257,840  shares  of  Common 

Stock  over  amount  of  $1.00  per  share  fixed  as  capital. .  .  11,860,640 

$46,819,111  $22,726,721 

Deduct: 

Dividends  paid  in  cash  on: 

4 %  Cumulative  Preferred  Stock  at  the  rate  of  $4.00 

per  share  per  annum  .  796,000 

Common  Stock  —  regular  dividends  of  $.40  per  share 
paid  April  20,  and  $.50  per  share  paid  July  20, 

October  21,  1946  and  January  20,  1947  .  3,816,036 

Underwriters'  commissions  and  other  expenses  in  con¬ 
nection  with  issuance  and  sale  of  257,840  shares  of 

Common  Stock  .  255,792 

Premium  paid  by  subsidiary  company  on  repurchase 

of  its  Preferred  Stock .  6,000 

$  4,618,036  $  255,792 


Balance  —  January  31,  1947  (Notes  A,  C  and  D)  .  $42,201,075  $22,470,929 

Notes  to  financial  statements  follow  hereafter. 
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NOTES  TO  FINANCIAL  STATEMENTS 


Note  A:  The  amounts  for  inventories  of  merchandise  on  hand  at  January  32,  1947  were  generally 
determined  by  the  retail  inventory  method,  less  reserves  for  revaluation  of  certain  merchandise, 
using,  as  to  certain  inventories,  the  "Iast-in,  first-out"  principle  based  on  published  indexes  of 
price  changes  since  January  31,  1941.  The  effect  of  the  use  of  this  principle  was  to  reduce 
the  amount  for  the  inventories  involved  by  $3,363,692.  Merchandise  in  transit  was  priced  at 
invoice  cost.  The  inventory  amounts  generally  are  also  net  of  discounts. 

The  provision  for  federal  taxes  on  income  has  been  made  on  the  basis  of  applying  the 
"last-in,  first-out”  principle  in  determining  the  amounts  of  certain  merchandise  inventories. 
The  allowability  for  purposes  of  federal  taxes  on  income  of  this  principle  of  inventory  pricing, 
using  indexes  of  retail  price  changes,  was  upheld  on  January  14,  1947,  by  the  Tax  Court  of 
the  United  States  in  a  test  case  involving  another  department  store,  but  the  Commissioner 
of  Internal  Revenue  has  not  acquiesced  in  the  decision  of  the  Court.  Should  such  decision 
not  be  sustained  on  final  adjudication  if  an  appeal  therefrom  be  taken  by  the  Commissioner, 
then  the  profit  before  federal  taxes  on  income,  the  liability  for  such  taxes,  and  the  net  profit 
for  each  of  the  six  years  ended  January  31,  1947  during  which  the  principle  has  been  applied, 
will  be  increased  or  decreased  by  approximately  the  following  amounts: 


Fiscal  Year 
Ended  January  31 


Profit  Before 
Federal  Taxes 
on  Income 


Federal  Taxes 
on  Income 


Net  Profit 
After  Taxes 


1942  .  $1,276,339 

1943  .  303,266 

1944  .  194,532 

1945  .  64,452 

1946  .  22,560* 

1947  .  1,547,663 


$  775,000  $  501,339 

227,000  76,266 

130,000  64,532 

51,000  13,452 

10,000*  12,560* 

588,000  959,663 


$3,363,692  $1,761,000  $1,602,692 


Federal  income  tax  returns  for  the  fiscal  years  up  to  and  including  "the  fiscal  year  ended 
January  31,  1942  have  been  audited  by  the  Bureau  of  Internal  Revenue,  and  settlement  made 
with  respect  to  years  up  to  January  31,  1941.  No  report  has  been  submitted  by  the  Bureau 
as  to  its  findings  for  the  fiscal  year  ended  January  31,  1942,  because  of  the  aforementioned 
case.  It  is  believed  that  for  years  subsequent  to  January  31,  1941,  adequate  provision  his  been 
included  with  miscellaneous  reserves  for  possible  additional  assessments,  if  any,  except  for 
such  additional  taxes  and  interest  thereon  that  may  result  if  the  right  of  department  stores  to 
use  the  "Iast-in,  first-out"  principle  for  tax  purposes  should  be  denied  upon  final  adjudication. 

Note  B:  The  carrying  amounts  for  land,  buildings,  store  fixtures,  equipment,  etc.,  are  as  follows: 

1.  Properties  held  by  subsidiaries  at  dates  of  acquisition  of  their  capital  stocks,  at  amounts 
shown  by  their  books  (which  amounts,  so  fax  as  is  known,  represented  cost  to  the 
subsidiaries),  less  a  part  of  the  excess  of  the  equity  in  net  assets  of  certain  subsidiaries 
at  dates  of  acquisition  over  the  cost  of  their  capital  stocks. 

2.  Other  property  items  at  cost. 
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Note  C:  The  4%  Cumulative  Preferred  Stock  may  be  redeemed,  in  whole  or  in  part,  at  any  time 
at  the  option  of  the  Board  of  Directors  of  the  Corporation  at  the  following  prices,  plus  accrued 
dividends: 

$103  per  share  if  redeemed  on  or  before  October  1,  1948, 

$102  per  share  if  redeemed  thereafter  and  on  or  before  October  1,  1950, 

$101  per  share  if  redeemed  thereafter  and  on  or  before  October  1,  1952  and 
$100  per  share  if  redeemed  thereafter. 

The  amount  payable  to  the  holders  of  4%  Cumulative  Preferred  Stock  in  the  event  of  involun¬ 
tary  liquidation  shall  be  $100  per  share,  and  in  the  event  of  voluntary  liquidation  shall  be 
the  then  current  redemption  price  (otherwise  than  for  the  sinking  fund),  plus  in  each  case 
accrued  dividends. 

The  Corporation  under  its  Certificate  of  Incorporation,  as  amended,  is  obligated  on  oi  before 
December  31st,  each  year,  to  acquire  by  redemption  at  the  sinking  fund  redemption  price  of 
$100  per  share,  or  by  purchase  at  not  exceeding  such  redemption  price,  2%  of  the  greatest 
number  of  shares  of  any  series  of  Cumulative  Preferred  Stock  theretofore  issued.  The  Cor¬ 
poration  has  complied  with  such  requirement  to  December  31,  1946.  The  Corporation  may 
apply  1,000  shares  held  in  treasury  against  the  sinking  fund  requirement  for  the  year  1947. 
The  Certificate  also  contains  certain  provisions,  among  other  things,  restricting  the  payment 
of  dividends  on  Common  Stock  of  the  Corporation.  At  January  31,  1947,  surplus  in  the 
amount  of  $34,081,610  was  not  restricted  by  such  provisions. 

NoteD:  Upon  the  basis  of  treating  $100,000  par  value  Cumulative  Preferred  Stock  in  treasury 
as  though  retired. 

Note  E:  In  July  1945,  the  Corporation  entered  into  an  agreement  with  certain  banks  for  a 
revolving  credit  of  $10,000,000  available  to  February  1,  1951,  under  which,  at  January  31,  1947, 
there  were  no  notes  issued.  Any  amount  borrowed  thereunder  may  be  repaid  by  the 
Corporation  and  reborrowed  from  time  to  time.  The  agreement,  among  other  things,  requires 
the  Corporation  (1)  to  maintain  at  all  times  consolidated  current  assets  in  excess  of  con¬ 
solidated  current  liabilities  by  at  least  $30,000,000,  and  (2)  to  maintain  at  all  times  consolidated 
current  assets  at  an  amount  in  excess  of  125%  of  consolidated  total  liabilities.  In  the  event 
of  any  default  (as  defined)  the  said  agreement  may  be  terminated  at  the  election  of  any  one 
of  the  banks  and  all  liabilities  thereunder  shall  be  due  and  payable. 

Note  F:  Contingent  liability: 

Subsidiary  Company: 

The  terms  of  a  ground  lease  as  modified  by  an  agreement  dated  October  1,  1940  require, 
when  approval  is  obtained  from  governmental  agencies,  that  the  subsidiary  as  lessee  shall, 
at  its  option,  either  (a)  erect  a  new  building  or  (b)  rehabilitate  the  buildings  situated  on 
such  leased  premises  on  October  1,  1940,  at  a  cost,  in  either  case,  of  not  less  than  $ 400,000 ; 
said  obligation  is  guaranteed  by  the  Corporation. 
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Some  of  the  Anderson  and  Troutman  Stores 


The  composite  photograph  inside  the  back  cover  shows  eleven 
of  the  thirty  stores  operated  by  the  C.  C.  Anderson  Stores  Company 
and  the  six  stores  operated  by  the  A.  E.  Troutman  Company,  subsidiaries 
of  Allied. 


Key  to  Photograph 


C.  C.  ANDERSON  STORES  COMPANY 


Store 

3.  Barnes-Woodin  . . 

4.  Fisher’s  . 

5.  The  Paris . 

6.  Anderson’s  . 

9.  The  Golden  Rule 

1 3 .  Rumbaugh-McLain 

14.  Anderson’s  . 

15.  Anderson’s  . 

16.  Anderson’s  . 

17.  Jensen’s  . 


City 

Yakima,  Wash. 
Tacoma,  Wash. 
Great  Falls,  Mont. 
Idaho  Falls,  Idaho 
Boise,  Idaho 
Everett,  Wash. 
Baker,  Oregon 
Blackfoot,  Idaho 
Weiser,  Idaho 
Walla  Walla,  Wash. 


A.  E.  TROUTMAN  COMPANY 


1.  S.  P.  Reed  Co. 

2.  Troutman’s 

7.  Troutman’s  . 

8.  Troutman’s  . 

10.  Troutman’s  . 

11.  Troutman’s  . 


Latrobe,  Pa. 

Du  Bois,  Pa. 
Connellsville,  Pa. 
Greensburg,  Pa. 
Indiana,  Pa. 
Butler,  Pa. 
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